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I.  INTRODUCTION 


This  report  presents  data  on  average  annual  physician  revenues  from 
Blue  Shield  and  Medicare  Part  B  in  Pennsylvania  for  the  period  1973 
through  1978.     These  physician  revenue  data  were  captured  and  developed  as 
part  of  the  data  base  for  a  larger  Pennsylvania  Blue  Shield  (PBS)  study  of 
physician  pricing  behavior  and  other  related  issues  in  the  Pennsylvania 
physicians'   services  market.     Source  data  were  extracted  at  the  individual 
physician  level  from  history  files  of  Blue  Shield  and  Medicare  Part  B 
claims  paid  by  Pennsylvania  Blue  Shield. 

Physician  revenue  data  for  all  six  years  are  presented  separately  for 
Blue  Shield  and  Medicare  as  sources  of  revenue,   and  for  Blue  Shield  and 
Medicare  in  aggregate.     The  data  are  presented  as  average  revenues  per 
individual  physician,  by  various  kinds  of  cohort  breakdowns.  Subsequent 
sections  of  this  report  describe  and  define  the  specific  breakdowns  and 
discuss  pertinent  aspects  of  the  data  base  and  physician  sampling 
procedures.     Findings  are  organized  and  presented  in  detail  in  several 
tables  at  the  back  of  the  report,  preceded  by  a  summary  review  of  some 
trends  and  relationships  that  may  be  observed  from  the  tables. 
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II.     DATA  BASE  AND  PHYSICIAN  SAMPLING 


History  files  of  claims  paid  are  created  as  a  by-product  of  claims 
processing  and  payment  operations  for  both  Medicare  Part  B  and  regular 
Blue  Shield  business  at  Pennsylvania  Blue  Shield.     Each  record  in  these 
files  represents  a  specific  unit  transaction  between  doctor  and  patient. 
Data  items  captured  and  retained  to  describe  each  unit  transaction  in 
claims  history  include  the  identity  of  the  doctor,   the  patient,   the  exact 
service  performed,  the  date  the  service  was  performed,   amount  billed, 
amount  allowed  for  payment,   and  date  of  payment,   among  others.  For 
research  purposes  in  this  study  series,  PBS  Research  has  created  data 
files  in  which  these  basic  claims  transaction  data  are  supplemented  by  a 
number  of  associated  data  items  to  characterize  individual  physicians, 
their  practices,  and  practice  locales.     The  core  data  base  for  the  project 
contains  approximately  150  data  items  for  each  of  nearly  10,000  individual 
physicians,  compiled  for  cross-sectional  studies  in  a  1975  time  frame.  A 
related  longitudinal  data  base  also  was  developed  for  a  subset  of 
approximately  8,000  of  these  same  doctors,  with  a  substantially  smaller 
number  of  data  items,  but  temporally  extended  to  span  a  six  year  period 
from  1973  through  1978.     The  physician  revenue  data  for  this  report  are 
taken  from  the  1973-1978  longitudinal  data  base. 

Physician  revenues  reported  here  encompass  only  those  from  Blue 
Shield  and  Medicare  Part  B.     From  the  data  sources  used  for  these  studies 
there  is  no  way  of  knowing  what  revenues  or  income  a  physician  may  have 
received  from  other  sources.     For  many  physicians  the  figures  reported 
here  would  underestimate  total  practice  revenue  from  all  sources,   and  one 
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would  have  to  be  extremely  cautious  in  using  these  data  as  proxies  for 
physicians'   incomes  or  gross  practice  revenues. 

It  also  should  be  noted  that  the  figures  given  here  as  "revenues" 
from  Blue  Shield  are,  more  precisely,  Blue  Shield  "payments."     It  is  not 
really  known  how  much  a  physician  may  be  collecting  from  Blue  Shield 
patients  above  and  beyond  the  amounts  allowed  and  paid  by  Blue  Shield. 
Because  Blue  Shield  in  Pennsylvania  has  very  few  patient  cost-sharing 
features,  and  because  a  very  significant  proportion  of  payments  are  made 
to  Blue  Shield  participating  physicians  under  circumstances  that  require 
the  physician  to  take  the  Blue  Shield  payment  as  payment  in  full,  it 
generally  may  be  assumed  that  actual  Blue  Shield  payments  provide  a 
reasonably  close  approximation  of  total  revenues  from  services  insured  by 
Blue  Shield.     It  also  must  be  remembered,  however,   that  Blue  Shield 
coverage  generally  does  not  include  physician  office  visits,  so  that  this 
component  will  be  missing  from  the  physician  revenue  data. 

For  Medicare  Part  B,  the  reported  "revenues"  are  in  fact  "allowed 
charges."    Amounts  actually  paid  by  Pennsylvania  Blue  Shield,  as  the 
Medicare  carrier  for  Pennsylvania,  are  the  legally  mandated  80  percent  of 
allowed  charges,  less  applicable  deductible  amounts.     In  defining  the 
physician's  revenues  from  Medicare  Part  B  as  100  percent  of  the  allowed 
charges,  it  is  assumed  that  the  physician  collects  the  patient 
cost-sharing  portions  of  the  allowed  charges  for  Medicare  services.  (This 
is  not  much  of  an  issue  for  revenues  from  Blue  Shield  services,  since  Blue 
Shield  allowed  charges  and  Blue  Shield  payments  are  approximately  equal.) 
Again,   it  also  is  not  known  how  much  (if  anything)  physicians  may  be 
collecting  directly  from  Medicare  patients  above  and  beyond  the  allowable 
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amounts  (applicable,   in  particular,   for  services  on  Which  assignment  is 
not  taken) . 

The  revenue  data  were  determined  from  a  sample  of  Pennsylvania 
physicians  selected  according  to  criteria  and  procedures  described  below. 
First,  44  topic  procedures  were  selected  as  the  focus  of  the  1975 
cross-sectional  studies  in  this  series.     An  individual  physician  was 
represented  in  the  data  base  for  a  given  specific  procedure  if  he  had 
reported  claims  for  at  least  ten  services  of  the  procedure  during  the  year 
(1975).     The  longitudinal  data  base  then  was  developed  from  this  nucleus 
by:     (a)  designating  a  subset  of  23  of  the  original  44  topic  procedures  to 
serve  as  topic  procedures  for  longitudinal  analyses;     and  (b)  selecting, 
from  the  approximately  10,000  physicians  represented  in  the 
cross-sectional  data  base,   those  who  had  continuous  claims  experience 
throughout  the  six  year  period,   1973-1978,   in  one  or  more  of  the  23 
procedures.     Blue  Shield  and  Medicare  revenue  data  for  each  selected 
physician  were  determined  from  the  physician's  overall  Blue  Shield  or 
Medicare  claims  experience  for  each  year  —  i.e.,  it  should  be  noted  this 
was  not  limited  only  to  revenues  associated  with  the  selected  topic 
procedures.     In  addition,   for  purposes  of  developing  the  average  physician 
revenue  data  presented  in  this  report,  the  effective  sample  was  limited  to 
those  for  which  there  were  no  missing  data  in  any  of  the  breakdown 
variables.     This  latter  requirement  had  the  effect  of  assuring  that  all 
breakdowns  were  based  upon  exactly  the  same  sample  of  physicians. 

The  resulting  sample  for  determining  these  average  revenue  data 
contained  a  total  of  7,292  individual  physicians.     Of  these,  5,011  (69 
percent)  are  represented  for  Blue  Shield  activity;     6,839  (94  percent)  are 
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represented  for  Medicare  Part  B  activity;     and  5,558  (63  percent)  are 
represented  for  both  Medicare  and  Blue  Shield.     By  broad  generic  specialty 
categories,  37.3  percent  are  in  general  or  family  practice;     27.3  percent 
in  medical  specialties;     32.3  percent  in  surgical  specialties;     and  3.1 
percent  in  other  specialties.     Fifty-seven  (57)  percent  are  board 
certified;     8.5  percent  are  foreign  medical  graduates  (FMGs);     and  88.4 
percent  are  participating  with  Blue  Shield.     By  general  geographic 
distribution,  57  percent  have  their  primary  practice  locations  in  major 
metropolitan  areas;     28  percent  in  lesser  metropolitan  areas;     and  15 
percent  in  rural  areas.     These  stratification  proportions  are  roughly 
representative  of  the  stratifications  for  all  Pennsylvania  physicians  on 
record  with  Pennsylvania  Blue  Shield. 


5 


III. 


DATA  BREAKDOWNS 


To  exhibit  general  overall  distributions  of  Blue  Shield,  Medicare, 
and  aggregate  (Blue  Shield  plus  Medicare)  revenues  among  Pennsylvania 
physicians,  the  first  three  tables  (in  the  table  section)  give  simple 
decile  breakdowns  of  revenue  data  for  the  two  programs  separately,  then  in 
aggregate.     These  tables  show  decile  cut-points  and  mean  physician  revenue 
within  each  decile,   for  each  year,   for  each  program  and  in  aggregate.  In 
these  tables,  Blue  Shield  revenue  deciles  are  defined  only  with  respect  to 
physicians  who  have  Blue  Shield  claims  experience.     It  may  be  recalled 
that  approximately  31  percent  of  the  physicians  in  the  sample  had  no  Blue 
Shield  claims  experience  (i.e.,  Medicare  only),  and  these  are  not 
reflected  in  the  Blue  Shield  decile  breakdown.     Similarly,  the  Medicare 
breakdown  into  revenue  deciles  reflects  only  those  physicians  who  have 
Medicare  claims  experience  (i.e.,  excludes  those  with  only  Blue  Shield 
experience).     The  aggregate  breakdown  reflects  all  7,292  physicians  in  the 
merged  Medicare  and  Blue  Shield  experience  sample. 

Mean  annual  revenues  are  given  for  each  of  the  six  years  for  each  of 
32  selected  specific  specialties.     These  are  self-designated  specialties, 
as  filed  with  Pennsylvania  Blue  Shield  by  the  physicians  themselves. 
Specialties  represented  in  the  physician  sample  by  very  small  numbers  of 
physicians  (fewer  than  10)  are  not  listed.     Most  specialties  are 
represented  by  substantially  more  than  this  arbitrary  minimum  number  of 
physicians.     The  revenue  data  also  are  broken  down  by  specialties  sorted 
into  four  broad  specialty  groups:     (1)  general  practice,  including  family 
practice;     (2)  medical  specialties;     (3)  surgical  specialties;     and  (4) 
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other  specialties  including  psychiatrists,  anesthesiologists, 
radiologists,   and  pathologists,  among  others. 

Other  breakdowns  include  mean  annual  revenues  by  physician's  age  (in 
deciles),   source  of  medical  education  (FMG  or  graduate  of  U.S.  medical 
school),  board  certification  status,  Blue  Shield  participation  status,  and 
frequency  of  Medicare  assignment  acceptance.     Frequency  of  Medicare 
assignment  is  treated  in  terms  of  three  broad  categories  of  assignment 
behavior;     seldom  assigns  (less  than  15  percent  of  claimed  line  items), 
sometimes  assigns  (on  between  15  and  85  percent  of  line  items),  and 
usually  assigns  (more  than  85  percent  of  line  items).     Since  FMG  and  board 
certification  status  may  be  specialty-related,  revenues  also  are  broken 
down  by  these  two  classification  variables  controlling  for  specialty. 

Physician  revenues  are  broken  down  by  four  broad  categories 
reflecting  the  number  of  physician  associates  with  whom  a  physician 
practices.     If  two  or  more  physicians  practice  together  as  a  single 
business  entity,  they  may  establish  an  "assignment  account"  with 
Pennsylvania  Blue  Shield.     Blue  Shield  or  Medicare  checks  for  allowed 
payments  then  are  written  to  the  assignment  account  instead  of  to 
individual  member  physicians.     In-house  cross-reference  files  at  PBS  were 
checked  to  determine  the  number  of  other  physicians  with  whom  each 
physician  in  the  sample  has  business  association  in  his  practice. 
Although  there  is  no  record  at  PBS  to  indicate  directly  whether  a 
physician's  practice  mode  is  solo,  partnership,  or  group,   it  is  assumed 
that  business  association  through  an  assignment  account  implies  clinical 
association.     The  categories  defined  for  the  breakdowns  here  are:     (1)  no 
associates;     (2)  one  to  three  associates;     (3)  four  to  fourteen 
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associates;  and  (4)  fifteen  or  more  associates.  These  are  taken  as  rough 
definitional  proxies  for:  (1)  solo;  (2)  small  group  or  partnership;  (3) 
medium  sized  group;     and  (4)  large  group. 

Geographically,  physician  revenues  are  broken  down  by  metropolitan 
area,  by  broad  type  of  metropolitan  classification,  by  county,  and  by 
groups  of  counties  classified  according  to  physician  density. 

The  metropolitan  area  breakdown  is  by  accepted  single  or  multiple 
county  areas  used  to  define  Standard  Metropolitan  Statistical  Areas 
(SMSAs)  associated  with  the  following  places:     Wilkes-Barre ,  Scranton, 
Altoona,  Erie,  Johnstown,  Reading,  Harrisburg,  York,  Lancaster, 
Allentown-Bethlehem-Easton  complex,  Pittsburgh,  and  Philadelphia.     It  may 
be  noted  that  Wilkes-Barre  and  Scranton  are  separated  here,   although  they 
usually  are  treated  as  a  single  SMSA.     For  multiple  county  SMSAs  having 
some  out-of-state  components,   such  as  greater  Philadelphia,  only  the 
Pennsylvania  portion  of  the  SMSA  is  considered.     All  counties  not 
associated  with  an  SMSA  are  grouped  together  and  classed  as  "rural." 

In  the  broad  metropolitan  classification,  revenue  data  are  broken 
down  by  metropolitan  areas  grouped  into  three  classes:     (1)  major 
metropolitan,  consisting  of  the  Philadelphia  and  Pittsburgh  SMSAs;  (2) 
lesser  metropolitan,  consisting  of  all  remaining  SMSAs;     and  (3)  rural, 
again  consisting  of  all  counties  not  associated  with  any  of  the  S^SAs 
identified  here. 

The  breakdown  by  physician  density  recognizes  three  classifications 
of  counties  by  density  of  direct  patient  care  physicians:     (1)  low 
physician  population,  consisting  of  counties  with  fewer  than  111  direct 
patient  care  (DPC)  physicians  per  100,000  population;     (2)  average 
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physician  population,  consisting  of  counties  with  between  111  and  174  DPC 
physicians  per  100,000;  and  (3)  high  physician  population,  counties  with 
more  than  174  DPC  physicians  per  100,000.  These  cut  points  define  groups 
with  approximately  equal  numbers  of  counties. 

The  breakdown  by  individual  Pennsylvania  counties  is  included  for  the 
usefulness  it  may  have  for  others  wishing  to  use  this  revenue  data  with 
other  data  defined  at  the  county  level  in  Pennsylvania. 

A  List  of  Tables,   identifying  all  breakdowns,   is  on  page  14. 
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IV.     SUMMARY  HIGHLIGHTS 


The  following  are  highlights  of  observations  that  can  be  made  by 
simple  visual  inspection  of  the  table  data. 

(1)  General.     Tables  1  through  3  show  a  surprisingly  large  number  of 
physicians  with  relatively  little  revenue  from  Blue  Shield  and/or 
Medicare.     On  the  other  hand,  there  are  a  small  number  of  physicians  with 
very  high  revenues . 

(2)  Spec ialty .     Looking  at  aggregate  physician  revenues  by  specialty 
group,   it  can  be  seen  that  surgical  specialists  have  the  highest  revenue 
levels;     and,   as  might  be  expected,  general  practice  physicians  have  the 
lowest .     This  simply  reflects  the  tendency  of  Blue  Shield  to  cover  surgery 
relatively  thoroughly,   and  to  cover  office  visits  very  little  or  not  at 
all.     In  the  mid-range,  medical  specialists  and  "other"  specialists  are 
generally  quite  close  to  one  another.     Other  specialists  had  slightly 
higher  revenues  than  medical  specialists  for  the  first  three  years  of  the 
six  year  period,  but  this  crossed  over  in  1976,   and  medical  specialists 
had  the  higher  revenues  for  the  last  three  years  listed.     A  look  at  the 
program  level  data  confirms  that  the  dominance  of  the  surgical  specialties 
in  revenues  comes  from  the  Blue  Shield  component.     In  Medicare,  medical 
specialists  have  the  highest  revenue  levels.     This  reflects  the  fact  that 
the  Medicare  patient  population  requires  and  receives  more  treatment  that 
is  essentially  medical  in  nature,  and  that  there  are  proportionately  lower 
rates  of  surgical  interventions  with  the  elderly. 

(3)  Board  Certification.     Board  certified  physicians  on  the  whole 
realized  approximately  twice  as  much  total  revenue  from  Blue  Shield  and 
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Medicare  compared  to  physicians  without  such  credentials.     However,  the 
relative  proportion  of  the  difference  favoring  board  certified  physicians 
diminished  slightly  during  the  six  year  period. 

(4)  Foreign  Medical  Graduates  (FMGs).     FMGs  received  an  average  36 
percent  more  revenues  from  Blue  Shield  and  Medicare,  compared  to 
physicians  educated  at  U.S.  medical  schools.     The  margin  favoring  FMGs 
progressed  steadily  and  monotonically  from  16  percent  in  1973  to  51 
percent  in  1978.     This  marked  tendency  of  FMGs  to  derive  substantially 
higher  revenue  levels  from  Blue  Shield  and  Medicare  than  are  realized  by 
their  U.S.  educated  colleagues  may  be  to  some  extent  a  reflection  of  the 
fact  that  FMGs  tend  to  be  specialists.     Foreign  educated  physicians  are 
disproportionately  underrepresented  in  general  and  family  practice.  Table 
9  shows,  however,   that  FMGs  still  have  higher  revenue  levels,  even  when 
controlling  for  specialty  (although  the  margin  of  difference  is  not  as 
great  when  the  comparison  is  made  within  specialties) . 

(5)  Blue  Shield  Participation.     Physicians  not  participating  with 
Blue  Shield  average  approximately  one-third  more  revenue  from  Blue  Shield 
and  Medicare,  compared  to  participating  physicians. 

(6)  Medicare  Assignment.     Physicians  who  consistently  take  assignment 
on  Medicare  tend  on  the  average  to  have  much  higher  revenue  levels.  On 
average,  the  "usually  assigning"  doctor  has  revenues  216  percent  greater 
than  the  average  "seldom  assigning"  doctor.     This  margin  of  difference  is 
very  consistent  on  an  annual  basis  throughout  the  six  year  period. 

(7)  Number  of  Physician  Associates.     There  is  a  slightly  higher 
revenue  level  for  physicians  who  practice  with  a  small  number  of 
associates  (1-3  associates).     In  general,  however,  there  is  very  little 
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difference  in  revenues  between  different  cohorts  of  physicians  defined  on 
the  basis  of  number  of  physician  associates. 

(8)  Physician's  Age.     The  general  tendency  is  for  physicians' 
revenues  from  Blue  Shield  and  Medicare  to  diminish  with  increasing  age. 
On  the  other  hand,  the  relationship  is  not  strictly  monotonic,   and  the 
highest  revenues  are  not  realized  by  the  youngest  decile.     For  most  years 
in  this  six  year  period }  physician  revenues  peak  in  the  39-42  age  group. 

(9)  Metropolitan  Classification  of  Practice  Location.     As  might  be 
expected,  the  general  tendency  is  for  the  highest  revenue  levels  to  be 
realized  by  physicians  practicing  in  major  metropolitan  areas,  with  the 
lowest  revenues  going  to  rural  physicians.     Physicians  in  lesser  metro 
areas  are  in  the  middle,  tending  to  have  revenue  levels  closer  to  those  of 
major  metro  doctors  than  to  those  of  rural  doctors.     The  gaps,  however, 
are  becoming  more  narrow.     In  1973,  major  metro  physicians  had  aggregate 
Blue  Shield  and  Medicare  revenues  that  were  31  percent  higher  than  those 
of  rural  physicians,  and  14  percent  higher  than  those  of  physicians  in 
lesser  metro  areas.     By  1978,   these  margins  were  down  to  16  percent  and 
three  percent,  respectively. 

(10)  Physician  Density.     The  relationship  of  physician  revenues  to 
density  of  direct  patient  care  physicians  in  the  practice  location  has  an 
inverted  U  shape.     Revenues  are  highest  for  physicians  practicing  in 
counties  with  average  physician  density,  dropping  off  for  both 
high-density  and  low-density  areas. 
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REVENUE  DATA  TABLES 
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LIST  OF  TABLES 


Table  Title  Page 

1  Decile  Distribution  of  Pennsylvania  Physicians  "by  16 
Annual  Revenues  (Payments)  from  Blue  Shield,  1973-1978 

2  Decile  Distribution  of  Pennsylvania  Physicians  by  17 
Annual  Revenues  (Allowed  Charges)  from  Medicare 

Part  B,  1973-1978 

3  Decile  Distribution  of  Pennsylvania  Physicians  by  18 
Aggregate  Annual  Revenues  from  Blue  Shield  and 

Medicare  Part  B,  1973-1978 

k  Mean  Annual  Physician  Revenues  from  Blue  Shield  and  19 

Medicare,  1973-1978  by  Physician  Specialty  of  Practice 

5  Mean  Annual  Physician  Revenues  from  Blue  Shield  and  26 
Medicare,  1973-1978  by  Specialty  Group 

6  Mean  Annual  Physician  Revenues  from  Blue  Shield  and  27 
Medicare,  1973-1978  by  Board  Certification  Status 

7  Mean  Annual  Physician  Revenues  from  Blue  Shield  and  28 
Medicare,  1973-1978  by  United  States  vs.  Foreign 

Medical  Graduates 

8  Mean  Annual  Physician  Revenues  from  Blue  Shield  and  29 
Medicare,  1973-1978,  by  Physician  Specialty  and 

Board  Certification  Status 

9  Mean  Annual  Physician  Revenues  from  Blue  Shield  and  ko 
Medicare,  1973-1978  by  Physician  Specialty  and 

Source  of  Physician's  Medical  Education 

10  Mean  Annual  Physician  Revenues  from  Blue  Shield  and  h6 
Medicare,  1973-1978  by  Blue  Shield  Participation  Status' 

11  Mean  Annual  Physician  Revenues  from  Blue  Shield  and  h"J 
Medicare,  1973-1978  by  Frequency  of  Medicare  Assignment 
Acceptance 

12  Mean  Annual  Physician  Revenues  from  Blue  Shield  and  U8 
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